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I.   STATEMENT OF QUALIFICATIONS 1 

Q.   Please state your name and business address. 2 

A.   My name is Andrea C. Crane and my business address is One North Main Street, PO Box 3 

810, Georgetown, Connecticut 06829. 4 

 5 

Q.   By whom are you employed and in what capacity? 6 

A.    I am Vice President of The Columbia Group, Inc., a financial consulting firm that specializes 7 

in utility regulation.  In this capacity, I analyze rate filings, prepare expert testimony, and 8 

undertake various financial studies regarding utility rates and regulatory policy.  9 

 10 

Q.   Please summarize your professional experience in the utility industry. 11 

A.   Prior to my association with The Columbia Group, Inc., I held the position of Economic 12 

Policy and Analysis Staff Manager for GTE Service Corporation, from December 1987 to 13 

January 1989.  From June 1982 to September 1987, I was employed by various Bell Atlantic 14 

subsidiaries.  While at Bell Atlantic, I held assignments in the Product Management, 15 

Treasury, and Regulatory Departments. 16 

 17 

Q.   Have you previously testified in regulatory proceedings? 18 

A.   Yes, since joining The Columbia Group, Inc., I have testified in approximately 200 19 

regulatory proceedings in the states of Arizona, Connecticut, Delaware, Hawaii, Kansas, 20 

Kentucky, Maryland, New Jersey, New Mexico, New York, Oklahoma, Pennsylvania, Rhode 21 
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Island, South Carolina, Vermont, West Virginia and the District of Columbia.  These 1 

proceedings involved water, wastewater, gas, electric, telephone, solid waste, cable 2 

television, and navigation utilities.  A list of dockets in which I have filed testimony is 3 

included in Appendix A.  I have also been engaged to provide testimony as an expert witness 4 

in several civil proceedings. 5 

 6 

Q.   What is your educational background? 7 

A.   I received a Masters degree in Business Administration, with a concentration in Finance, 8 

from Temple University in Philadelphia, Pennsylvania.  My undergraduate degree is a B.A. 9 

in Chemistry from Temple University. 10 

 11 

Q. Do you have any additional relevant experience? 12 

A.   Yes, from January 1991 until January 1998, I served as Vice Chairman of the Water 13 

Pollution Control Commission in Redding, Connecticut.  This Commission was charged with 14 

designing, constructing, and operating a sewage collection and treatment facility for the 15 

Town of Redding.  16 

 17 

II.   PURPOSE OF TESTIMONY 18 

Q.   What is the purpose of your testimony? 19 

A. The Columbia Group, Inc. was engaged by The Division of Public Utilities and Carriers 20 

(“Division”) to review the recent base rate filing by The Pawtucket Water Supply Board 21 
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(“PWSB”) and to provide revenue requirement recommendations.  In developing my revenue 1 

requirement recommendations, I reviewed the PWSB’s testimony and exhibits and the 2 

responses to data requests propounded upon the PWSB by the Division and by the State of 3 

Rhode Island, Public Utilities Commission (“Commission”).  I also reviewed several prior 4 

Commission decisions as well as other documents useful in an analysis of the PWSB’s filing. 5 

 6 

III.   SUMMARY OF CONCLUSIONS 7 

Q.   What are your conclusions concerning the PWSB's revenue requirement? 8 

A.   Based on my review, my conclusions and recommendations are as follows: 9 

1. Based on the rate year ending December 31, 2006, the PWSB has pro forma revenue 10 

at present rates of $17,039,350, including $16,725,105 in operating rate revenue and 11 

$314,245 in miscellaneous revenue (see Schedule ACC-1). 12 

2. The PWSB has pro forma costs, including pro forma debt service costs, of 13 

$18,244,499 and an operating income allowance requirement of $137,645, for a 14 

total revenue requirement of $18,382,144 (see Schedule ACC-1). 15 

3. Based on these determinations, a rate increase of $1,342,795 is appropriate.  This 16 

represents an increase of 8.03% over total rate revenue at present rates.  My 17 

recommendation is significantly less than the rate increase of $3,540,099 or 18 

21.95% increase requested by the PWSB (see Schedule ACC-1). 19 

20 
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IV. DISCUSSION OF THE ISSUES 1 

A. Introduction 2 

Q. Please summarize the PWSB’s request for rate relief in this case. 3 

A. The PWSB is requesting a rate increase of $3,540,099 or 21.95% over its claimed level of 4 

pro forma revenue at present rates.   The current filing is the first rate request that includes 5 

the operational impact of the new treatment plant.   The PWSB estimates that the new 6 

treatment plant will be completed and on-line in April 2006.  Thus, it has included certain 7 

adjustments to reflect the fact that service during at least a part of the rate year will be 8 

provided by Earth Tech as operators of the new treatment facility under the Design, Build, 9 

Operate (“DBO”) mechanism discussed in previous regulatory submissions.  In addition, the 10 

PWSB’s filing includes significant new expenditures relating to operation of the Central 11 

Falls system, assuming that the Central Falls system is acquired by the PWSB. 12 

Listed below are some of the major items contributing to the PWSB’s request for rate 13 

relief in this case and the relative magnitude of each item: 14 

 Central Falls Operations    $400,000 15 

 Impact of New Treatment Plant     411,000 16 

 Employee Related Cost Increases     949,000 17 

 Operating Revenue Allowance     951,000 18 

 Inflation Adjustments       195,975 19 

 Regulatory Commission Costs       72,000 20 

 Brush Control Expenditures        52,000 21 

 22 

  23 

 In addition, the PWSB has reflected a significant decline in revenues from the 24 

revenues approved in the last abbreviated rate filing, Docket No. 3593.  In that docket, the 25 
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Commission approved a total cost of service of $17,348,757.  In this case, the PWSB has 1 

reflected pro forma revenue at present rates of only $16,431,983, a significant reduction from 2 

the revenue approved in Docket No. 3593. 3 

 4 

B. Pro Forma Operating Rate Revenue  5 

Q.   How did the PWSB develop its pro forma operating rate revenue claim in this case? 6 

A.   In order to develop its pro forma revenue claim, the PWSB used the actual number of 7 

customers at June 30, 2004.   Consumption was based on actual test year sales during the 8 

twelve months ending June 30, 2004. 9 

 10 

Q.   How should pro forma revenues for a water utility be determined? 11 

A.  In order to determine pro forma revenue, it is preferable to first examine metered 12 

consumption, i.e. sales per customer.  Consumption fluctuates from year-to-year due to a 13 

variety of factors.  The most significant factors that influence the variations in annual water 14 

consumption from year-to-year are rainfall and temperature.  Given that metered 15 

consumption fluctuates, it is common to use an average consumption over a period of time to 16 

determine a “normalized” level of consumption for ratemaking purposes.  That normalized 17 

consumption can then be applied to the pro forma customer counts to develop overall 18 

volumetric sales for the utility. 19 

 20 

Q. Is this the methodology that you used in this case to determine pro forma revenues? 21 
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A. In an attempt to develop a normalized consumption per customer in this case, I requested 1 

information from the PWSB regarding historic usage and historic customer counts by 2 

customer class over the past ten years.  The PWSB responded in DIV 2-26 that information 3 

on customer counts was only available for four of the last ten years, corresponding with years 4 

in which a base rate case was filed.  I next attempted to obtain customer count information 5 

from the Annual Reports to the Public Utilities Commission filed each year by the PWSB.  6 

However, there were discrepancies between the customer counts as reported in these Annual 7 

Reports and the customer counts provided in response to DIV 2-26. 8 

  Given this lack of consistent documentation on customer counts, I focused my efforts 9 

on utilizing average total sales consumption over a multi-year period, instead of on 10 

consumption per customer.  In a system that is growing rapidly, using total sales 11 

consumption over a multi-year period will likely understate pro forma sales, since there is no 12 

recognition of customer growth in the pro forma consumption projection.  However, in a 13 

system like the PWSB, where growth has been more modest, the use of total pro forma sales 14 

can be reasonably estimated by using a pro forma average based on total consumption instead 15 

of on an average based on consumption per customer. 16 

 17 

Q. Based on the limited information available to you, do you believe that the PWSB’s 18 

customer growth is modest? 19 

A. Yes, I do.  According to the response to DIV 2-26, the PWSB added 470  5/8” meters from 20 

1997 to 2004, a period of seven years, for an average of 67 customers per year.    This 21 
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represents growth of less and 0.5 percent annually.  The increases in ¾” meters and 1” 1 

meters, which I understand also provide service to some residential and small commercial 2 

customers, have also been modest.  Therefore, the use of total average consumption, while 3 

likely understating pro forma consumption per customer to some degree, is not a bad proxy, 4 

especially if it is coupled with a customer growth adjustment, as discussed below.     5 

 6 

Q. Based on the use of total consumption over a multi-year period, what level of sales are 7 

you recommending? 8 

A. According to the response to DIV 2-27, following are the actual residential and small 9 

commercial sales experienced by the PWSB over the past several years: 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

FY 2004 3,068,335 HCF 

FY 2003 3,399,237 

FY 2002 3,156,077 

FY 2001 3,223,327 

FY 2000 3,392,896 

FY 1999 3,249,056 

FY 1998 3,360,820 

FY 1997 3,837,774 
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 1 

 2 

 3 

 4 

 5 

The test year in this case had total sales that were lower than sales in any of the past 6 

eight years.  This is not surprising when one examines the rainfall data during calendar year 7 

2003, which included the summer months of fiscal year 2004.  According to the National 8 

Oceanic and Atmospheric Administrative (“NOAA”), in calendar year 2003, the months of 9 

June to August in Rhode Island were ranked 100 out of 111 years of data studied, with the 10 

highest precipitation rank being the wettest year for the period.  Thus, the summer of 2003, 11 

which was billed in fiscal year 2004, was the 12th wettest summer on record over the past 111 12 

years. Since irrigation is generally assumed to be the primary reason for fluctuation of 13 

residential and small commercial water usage from year to year, it is not surprising that the 14 

test year in this case had relatively low sales.  However, it is important that the Commission 15 

recognize that the test year is not necessarily representative of future operating conditions 16 

and take steps to normalize the actual test year consumption for purposes of setting 17 

prospective rates in this case. 18 

 19 

Q. How did the PWSB determine pro forma sales in its last base rate case? 20 

A. Mr. Woodcock states at page 14 of his Testimony that an average of past years was utilized 21 

Three-Year Average  3,207,883 

Five-Year Average  3,247,974 

Eight Year Average 3,335,940 
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in Docket No. 3497.  Specifically, the PWSB used a five-year average in that case.  The 1 

Division did not oppose the use of a five-year average in that proceeding and the 2 

Commission adopted the PWSB’s proposal to use a five-year average. 3 

 4 

Q. Has the Commission accepted the use of a multi-year average in other recent water 5 

utility cases? 6 

A. Yes, it has.  In recent cases involving the Woonsocket Water Division and the Kent County 7 

Water Authority, the Commission utilized a multi-year average to determine pro forma 8 

metered sales.  In those cases, the Commission utilized a three-year average. 9 

 10 

Q. What are you recommending in this case? 11 

A. In this case, I am recommending that the Commission utilize a five-year average of total 12 

consumption in fiscal years 2000-2004 to determine pro forma metered sales revenue.  My 13 

adjustment is shown in Schedule ACC-2.  This is consistent with the Commission’s most 14 

recent decision with regard to metered consumption for the PWSB.   As previously stated, 15 

the use of a multi-year average is a better determinant of pro forma sales than is the use of 16 

historic sales from any one particular fiscal year. 17 

  In addition, as shown below, the use of a five-year average results in rainfall from 18 

June-August that is very close to the NOAA normal over a period of 111 years: 19 

20 
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 1 

June-August  Rainfall Rank 

FY 2004 (Calendar Year 2003) 100 

FY 2003 (Calendar Year 2002) 25 

FY 2002 (Calendar Year 2001) 97 

FY 2001 (Calendar Year 2000) 85 

FY 2000 (Calendar Year 1999) 3 

Average Over Three Years 74 

Average Over Five Years 62 

 2 

Assuming a total of 111 years of data, the NOAA midpoint of the data would be a ranking of 3 

55.  The five-year average, while still containing rainfall above the median, is relatively close 4 

to the median rank of 55. 5 

 6 

Q. In addition to your consumption adjustment, are you recommending any other pro 7 

forma operating revenue adjustment? 8 

A. Yes, I am.   The PWSB based its pro forma revenue claim on the number of customers at 9 

June 30, 2004.  However, the rate year in this case is the twelve months ending December 31, 10 

2006.  Based upon my review of the response to DIV 2-26, residential and small commercial 11 

customers, which include 5/8” meters, ¾” meters, and 90% of the PWSB’s 1” meters, have 12 



Testimony of Andrea C. Crane   Re: The Pawtucket Water Supply Board 
 

 
 13 

increased by approximately 72 customers per year over the past seven years.   Therefore, 1 

basing pro forma revenues on the number of customers at June 30, 2004 is likely to 2 

understate the actual average number of customers in the rate year.   3 

 4 

Q. What do you recommend? 5 

A. I recommend that the Commission adopt a revenue adjustment to reflect an additional 144 6 

residential customers.  Assuming annual growth of 72 residential and small commercial 7 

customers, my adjustment reflects 24 months of growth, from June 30, 2004 to June 30, 8 

2006, the midpoint of the rate year.  My adjustment is shown in Schedule ACC-3.   9 

 10 

Q. Are you making similar adjustments relating to consumption or customer counts for 11 

industrial customers? 12 

A. No, I am not.   Usage among customers in the industrial class typically varies much more 13 

than usage among customers in the residential and small commercial classes, and is largely 14 

dependent upon the parameters of the specific industrial customer.  In addition, the variation 15 

in number of customers is not as predictable as the variation for other customer classes.  16 

Therefore, I am not recommending any adjustment to the actual test year number of industrial 17 

customers or industrial consumption used in the PWSB’s filing. 18 

19 
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C. Wholesale Sales Revenue 1 

Q. How did the PWSB determine its wholesale sales revenue claim in this case? 2 

A. The PWSB calculated its wholesale sales revenue claim based on the actual wholesale sales 3 

made in the test year.  The PWSB sells water at wholesale to Cumberland.  In addition, in 4 

some years, it has also sold water at wholesale to Seekonk.  5 

 6 

Q. Are you recommending any adjustment to the PWSB’s claim? 7 

A. Yes, I am.  Wholesale sales fluctuate from year-to-year, as demonstrated below:1 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

                         

1 Per the response to DIV 2-27.   FY 1999 includes 31,172 to Seekonk; FY 2000 includes 25,496 
to Seekonk, and FY 2002 includes 33,392 to Seekonk. 

Fiscal Year 2004 548,162 HCF 

Fiscal Year 2003 545,224 

Fiscal Year 2002 845,377 

Fiscal Year 2001 741,077 

Fiscal Year 2000 443,893 

Fiscal Year 1999 668,024 

Fiscal Year 1998 462,074 

Fiscal Year 1997 676,117 
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 1 

 2 

 3 

 4 

 5 

Consistent with my recommendation that residential and small commercial sales be 6 

normalized over a five-year period, I am making a similar recommendation with regard to 7 

wholesale sales.  However, my adjustment is based solely on sales made to Cumberland.  8 

PWSB did not make any wholesale sales to Seekonk over the past three years.  Accordingly, 9 

I do not believe that it would be appropriate to consider sales to Seekonk in developing a 10 

multi-year average.  Therefore, at Schedule ACC-4, I have made an adjustment to reflect a 11 

five-year average of wholesale sales to Cumberland.  In developing the five-year average, I 12 

excluded all sales to Seekonk. 13 

 14 

Q. How did the Commission determine pro forma wholesale sales in the PWSB’s last base 15 

rate case? 16 

A. In the last case, the Commission accepted PWSB’s claim that wholesale sales should be 17 

based on a five-year average of such sales.  As noted in the Commission’s Order, “This is 18 

based on the average usage over the same time period as that used for retail usage.”2 19 

 20 

Three Year Average 646,254 

Five Year Average 624,747 

Eight Year Average 616,243 
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Q. If the Commission preferred to utilize a three-year average to calculate metered sales, 1 

consistent with its position in the recent Woonsocket Water Division and Kent County 2 

Water Authority base rate cases, would you have any objection? 3 

A. No, I would not.  I have utilized a five-year average to be consistent with the Commission’s 4 

decision in the most recent full base rate case filing by the PWSB.  However, I would have 5 

no objection to the use of a three-year average instead of a five-year average.  The important 6 

point is that some multi-year average should be utilized, to mitigate fluctuations that occur in 7 

water usage from year to year. 8 

 9 

 D. Miscellaneous Revenue 10 

Q. Please describe the sources of miscellaneous revenue included in the PWSB’s claim. 11 

A. As shown in the PWSB’s filing at Schedule CPNW Schedule 1.2, the PWSB has various 12 

sources of miscellaneous revenue.  These include service installation revenue, merchandising 13 

and jobbing revenue, rental income, miscellaneous non-operating income, interest/dividend 14 

income, penalties, and the state surcharge.    The majority of these revenue sources do not 15 

vary significantly from year-to-year.  Therefore, for most categories of miscellaneous 16 

revenue, the PWSB used the actual test year amount for the rate year.  However, the PWSB 17 

used a six-year average for two revenue sources, namely service installation revenue and 18 

miscellaneous non-operating revenue. 19 

 20 

                                                                               

2 Order in Docket No. 3497, page 47. 
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Q. Are you recommending any adjustment to the PWSB’s claims for service installation 1 

revenue and miscellaneous non-operating revenue? 2 

A. Yes, I am.  Consistent with my recommendations regarding metered sales revenue and 3 

wholesale sales revenue, I am recommending that a five-year average be used for service 4 

installation revenue and miscellaneous non-operating revenue.    Following are service 5 

installation revenues and non-operating revenues received by the PWSB in each of the past 6 

six years, as shown in PWSB’s filing at Schedule CPNW Schedule 1.2: 7 

 8 

 Service  
Installation  
Revenue 

Miscellaneous 
Non-Operating  
Revenue 

2004 $241,670 $11,581 

2003 $156,062 $0 

2002 $64,320 $33,757 

2001 $78,098 $15,693 

2000 $41,741 $24,428 

1999 $56,223 $30,957 

Three Year Average $154,017 $15,113 

Five Year Average $116,378 $17,092 

Six Year Average $106,352 $19,403 

 9 

  10 
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Therefore, my recommendation to utilize a five-year average for service installation revenue 1 

and miscellaneous non-operating revenue results in a slight net increase to the PWSB’s 2 

miscellaneous revenue claim.  My adjustment is shown in Schedule ACC-5. 3 

 4 

Q. What would be the net impact on your revenue requirement recommendation if the 5 

Commission decides to utilize a three-year average, rather than the five-year average, 6 

for residential and commercial consumption, wholesale sales, and miscellaneous 7 

revenue? 8 

A. The use of a three-year average, rather than a five-year average, will not have a significant 9 

impact on my recommendation.  The net result of using a three-year average instead of a 10 

five-year average is an increase in pro forma revenue at present rates of approximately 11 

$4,300.  Thus, if the Commission decides to utilize a three-year average, consistent with 12 

recent decisions regarding Woonsocket Water Division and the Kent County Water 13 

Authority, then my recommended rate increase would be approximately $4,300 lower. 14 

 15 

Q.   Are you recommending any adjustment to any other categories of miscellaneous 16 

revenue? 17 

A.    Yes, I am.  It is my understanding that the PWSB collects a surcharge imposed by the State 18 

of Rhode Island of $0.0292 for every 100 gallons of water sold, and that the PWSB retains 19 

6.9% of this amount.  Since I am recommending an adjustment to increase the PWSB’s total 20 

sales, then it is necessary to make a corresponding adjustment to increase that portion of the 21 



Testimony of Andrea C. Crane   Re: The Pawtucket Water Supply Board 
 

 
 19 

surcharge that is retained by the PWSB.3  My adjustment is shown on Schedule ACC-6. 1 

 2 

 E. Incremental Volumetric Expenses 3 

Q. In quantifying your revenue adjustments relating to consumption and customer 4 

growth, did you consider incremental variable costs associated with increased sales? 5 

A. Yes, I did.  I included an incremental cost adjustment relating to additional power costs as 6 

shown in Schedule ACC-7. To calculate my adjustment, I first calculated the ratio of total 7 

power costs to total sales, as determined by the PWSB.  This resulted in a unit power cost of 8 

$0.16 per HCF sold.  I then multiplied my recommended sales (volume) adjustment, in 9 

HCFs, by the incremental power cost per HCF, to determine the total incremental power 10 

costs associated with these incremental sales  11 

 12 

F. Employee Related Costs 13 

Q.   Has the PWSB included costs for several new positions in its filing? 14 

A. Yes, it has.  In Docket No. 3497, the Division found that during PWSB’s recent history, the 15 

PWSB had operated with an average of 62 employees.    In that docket, the Commission 16 

approved funding for 65 positions and required the PWSB to transfer 17 employees to Earth 17 

Tech.   To do otherwise, stated the Commission, “could allow the vendor an undue reduction 18 

                         

     3 The portion of the surcharge proceeds that are actually paid to the State of Rhode Island are 
considered a direct pass-through and therefore they do not appear in the revenue requirement 
developed by either the Division or the PWSB. 
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in expenses - expenses covered through rates.”4 This suggests that it was the Commission’s 1 

expectation that the PWSB would operate with 48 positions (65 less 17) after the transfer to 2 

Earth Tech.  However, in this case, the PWSB is requesting funding for 55 positions, as 3 

shown in the response to DIV 2-12.  Thus, the PWSB’s filing includes funding for 7 4 

positions over and above the number anticipated to be funded in its last full base rate case.  5 

This increase is surprising, especially since the move to Earth Tech was expected to reduce 6 

the responsibilities of the PWSB.  One of the benefits of the DBO proposal for the new 7 

treatment plant was that it would reduce employees at the PWSB.  However, the benefits of 8 

the DBO structure will be mitigated if the PWSB simply replaces employees transferred to 9 

Earth Tech with new employees on the PWSB payroll, resulting in even higher costs to 10 

ratepayers.   11 

According to Schedule CNPW Schedule 1, approximately $949,000 of the PWSB’s 12 

requested rate increase in this case is due to increases in payroll and other employee-related 13 

costs.    This includes costs for three vacant positions as well as significant increases in costs 14 

for temporary labor.   15 

 16 

Q. Do these increases include the additional employees that the PWSB states it will need if 17 

it acquires the Central Falls system? 18 

A. No, it does not.  In addition to the increases discussed above, the PWSB has also included 19 

costs in its filing for a crew leader, equipment operator, and three utility workers related to 20 

                         

4  Order in Docket No. 3497, page 49. 
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work on the Central Falls system, assuming that this system will be acquired by the PWSB.  1 

These costs are included in the Central Falls Systems Operations adjustment in the amount of 2 

$399,096 shown in the PWSB’s filing at CPNW Schedule 1, page 3, and are not included in 3 

the salary and wage adjustments shown on CPNW Schedule 1.3. 4 

 5 

Q. Are you concerned about the magnitude of the PWSB’s payroll claim? 6 

A. Yes, I am very concerned.  The Earth Tech arrangement was presented as a mechanism that 7 

would allow the PWSB to reduce its personnel.    In the last full base rate case, it was the 8 

Commission’s expectation that the PWSB would have 48 employees after the transfer to 9 

Earth Tech.  Instead, the PWSB is requesting funding in this case for 55 employees, in 10 

addition to several employees who will be assigned to the Central Falls system.   11 

 12 

Q. What do you recommend? 13 

A. I am making two recommendations in an effort to mitigate the PWSB’s request for additional 14 

personnel.  First, I am recommending that that PWSB’s payroll expense claim be reduced to 15 

eliminate costs for several vacant employee positions.  According to the response to DIV 2-16 

12, there are currently 3 vacant positions.  Therefore, at Schedule ACC-8, I have eliminated 17 

costs associated with these three positions.   18 

Second, I am recommending that the PWSB’s proposed increase for temporary 19 

employees be denied.  The PWSB is requesting an increase in temporary employee costs 20 

from the $80,852 incurred during the test year to $127,600, an increase of approximately 21 
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58%.  At the same time, the PWSB is requesting funding for seven additional positions.  1 

Given these additional positions and the fact that Earth Tech has assumed operations for the 2 

treatment plant, there is no rationale for the PWSB’s claim for significant additional 3 

temporary employees. 4 

 5 

Q. What level of temporary employee costs have you included in your revenue 6 

requirement? 7 

A. I have included the actual test year costs of $80,852.   The PWSB has not justified any 8 

increase in its actual test year costs for temporary employees and therefore costs above the 9 

test year actual amount should be denied.  My adjustment is shown in Schedule ACC-9.  For 10 

ease of presentation, I have shown my adjustment relating to temporary employee costs under 11 

Transmission and Distribution costs in my summary Schedule ACC-1, since that expense 12 

category has more pro forma temporary labor costs projected for the rate year than any other 13 

expense category.   14 

 15 

G. Inflation Adjustment  16 

Q.   Did the PWSB include an inflation adjustment in its filing? 17 

A.   Yes, it did.  As discussed on page 9 of Mr. Woodcock’s Testimony, the PWSB’s included an 18 

inflation adjustment of 3.5% annually for a large number of its expense accounts.  For fuel 19 

and utility accounts, the PWSB used an inflation adjustment of 7%. 20 

 21 
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Q.   Are you recommending any adjustments to the PWSB’s claims? 1 

A. I generally oppose inflation adjustments since such adjustments do not reflect known and 2 

measurable changes to test year results.  However, I recognize that this Commission has 3 

permitted inflation adjustments to be applied in the past.  Therefore, I have not eliminated the 4 

inflation adjustments proposed by the PWSB, but I am recommending one revision to its 5 

claim. 6 

Given the recent increase in fuel prices, I am not recommending any adjustment to the 7 

Company’s fuel and utility accounts.  However, I am recommending a modification to the 8 

Company’s inflation adjustment relating to other accounts. 9 

  According to the response to DIV 2-33, the PWSB stated that it utilized the annual 10 

change in the Consumer Price Index (“CPI”) for the year from 2003 to 2004 to develop its 11 

recommended annual inflation adjustment.  I am recommending that this annual inflation rate 12 

be updated to reflect the most recent CPI, which reflects increases from June 2004, the end of 13 

the test year, to June 2005. According to the Bureau of Labor Statistics, the result is an 14 

annual increase of 2.5% instead of the 3.5% reflected in the PWSB’s filing.   15 

 16 

Q.   How did you utilize this annual inflation rate to calculate your adjustment? 17 

A.  As shown in Schedule ACC-10, the 3.5% annual inflation adjustment reflected in the 18 

PWSB’s filing results in an inflation adjustment over 2 ½ years of 9.00% (1.035 X 1.035 X 19 

1.0175).   Using an inflation rate of 2.5% results in an adjustment over this same period of 20 

6.38% (1.025 X 1.025 X 1.0125), for a difference of 2.62%.  I have multiplied the total test 21 
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year expenses adjusted by the PWSB of $549,922 by this difference to develop my pro forma 1 

expense adjustment. 2 

 3 

   H. Regulatory Commission Expense  4 

Q. Please summarize the PWSB’s claim for regulatory commission expense. 5 

A. The PWSB is requesting recovery of rate case costs of $250,000 relating to the current 6 

docket.  The PWSB proposes to recover these costs over a period of 18 months, for an annual 7 

cost of $166,667.  In addition, the PWSB proposes to recover annual PUC Fees of $35,000 8 

and unspecified other regulatory costs of $5,000 annually, for a total annual regulatory 9 

commission expense of $206,667. 10 

 11 

Q. Are you recommending any adjustments to the PWSB’s claim? 12 

A. Yes, I am recommending a reduction in the pro forma costs for the current case.  Following 13 

are the total costs incurred for the past several rate case proceedings:5 14 

                         

5 Per the response to DIV 2-39. 
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 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

Based on the historic costs incurred in prior cases, the PWSB’s claim for this case appears 12 

excessive.   13 

 14 

Q. Based upon your review of the costs incurred in prior cases, what level of regulatory 15 

commission expense are you recommending be approved in this case? 16 

A. I am recommending a pro forma cost for the current case of $200,000.  This still represents a 17 

significant increase over costs incurred in any of the prior PWSB rate case proceedings 18 

during the last eight years.  However, I believe that my recommendation is more reasonable 19 

than the PWSB’s claim in light of recent historical experience.  My adjustment is shown in 20 

Schedule ACC-11. 21 

Docket Total Cost 

1989 $144,224 

2158 $129,136 

2674 $136,356 

3164 $95,004 

3378 $166,573 

3497 $154,968 

3593 $35,905 
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I. Security Costs 1 

Q. Are you recommending any adjustment to the PWSB’s claim for security costs in this 2 

case? 3 

A. Yes, I am.  The PWSB included rate year security costs of $74,060 in its filing, which 4 

included a security patrol contract as well as other security-related costs such as lighting 5 

costs and certain equipment costs.  In the response to DIV 2-41, the PWSB stated that its rate 6 

year security cost claim was overstated by $8,000, since costs that were actually incurred in 7 

the test year were apparently also included in the PWSB’s rate year adjustment.  At Schedule 8 

ACC-12, I have made an adjustment to reduce the PWSB’s security costs by $8,000, to 9 

reflect removal of this double charge. 10 

 11 

 J. Property Insurance 12 

Q. How did the PWSB develop its claim for property insurance? 13 

A. As stated on page 10 of Mr. Woodcock’s testimony, the PWSB’s claim for property 14 

insurance was developed by increasing the fiscal year 2005 property insurance costs of 15 

$155,558 by 10% annually for 18 months, resulting in a total claim of $179,466.  At the time 16 

of filing its testimony, the PWSB stated that it hoped to have a bid for fiscal year 2006 during 17 

the investigation phase of this proceeding.   18 

  19 

Q. Has that bid now been received? 20 

A. Yes, it has.  According to the response to DIV 2-49, the fiscal year 2006 premium is 21 
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$137,784.   This premium is lower than the amount included in the PWSB’s filing and is also 1 

lower than the actual fiscal year 2005 costs.  At Schedule ACC-13, I have made an 2 

adjustment to reflect the insurance premium of $137,784 in my revenue requirement 3 

recommendation. 4 

  5 

 K. Fees and Permits 6 

Q. Please describe the PWSB’s claim for fees and permits included in miscellaneous 7 

Source of Supply expenses. 8 

A. As shown on CPNW Schedule 1.1, page 2, the PWSB included fees and permit expenses of 9 

$6,500 in its filing.  This entire amount was included as a rate year adjustment, i.e., the 10 

PWSB’s test year apparently does not include any such costs. 11 

 12 

Q. Did you request additional information from the PWSB on these fees and permits? 13 

A. Yes, I did.  In response to DIV 2-48, the PWSB stated that in prior years the manager of the 14 

treatment plant was assigned responsibility for these expenses and that this manager was 15 

subsequently transferred to the position of Source Water Manager.  However, this response 16 

does not explain why in fact these costs were not incurred in the test year.   If these fee and 17 

permit costs are new costs, then the PWSB should identify them and provide documentation 18 

for its claim.  If these fee and permit costs are not new costs, then presumably they were 19 

incurred in the test year and therefore such costs are already embedded in the PWSB’s test 20 

year costs.    Assuming that these costs were incurred in the test year, then the PWSB’s 21 
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adjustment results in double recovery of these costs.    1 

 2 

Q. What do you recommend? 3 

A. Given the fact that the PWSB has not demonstrated that these costs are reasonable and 4 

necessary, and has not demonstrated that the costs are incremental to the actual costs incurred 5 

in the test year, I am recommending that the PWSB’s claim for these costs be denied.  My 6 

adjustment is shown in Schedule ACC-14.  If the PWSB subsequently provides adequate 7 

supporting documentation for these costs, I will modify my recommendation accordingly. 8 

 9 

  10 

 L. Operating Reserve 11 

Q. Please provide a brief description of the Operating Reserve that is included in the 12 

PWSB’s claim. 13 

A. The Operating Reserve is a requirement of the PWSB’s bond indentures whereby the PWSB 14 

is required to maintain a reserve of 25% of its annual operating expenses.  Based on its 15 

projected rate year expenses, the PWSB estimated that the operating reserve would require 16 

additional funding of $158,721 in the rate year, as shown on CPNW Schedule 1.1, page 1. 17 

 18 

Q. Are you recommending any adjustments to the PWSB’s claim? 19 

A. Yes, I am.  I am recommending several operating expense adjustments that will result in a 20 

reduction to the PWSB’s rate year operating expenses.  Since the Operating Reserve 21 



Testimony of Andrea C. Crane   Re: The Pawtucket Water Supply Board 
 

 
 29 

requirement is based on annual operating expenses, my recommendation will also result in a 1 

lower Operating Reserve requirement.  Accordingly, at Schedule ACC-15, I have made an 2 

adjustment to reduce the PWSB’s rate year Operating Reserve addition, consistent with the 3 

operating expense adjustments recommended in my testimony. 4 

 5 

 M. Water Treatment Plant (“WTP”) Reserve 6 

Q. What is the WTP Reserve? 7 

A. The WTP Reserve is a reserve fund that was approved by the Commission in Docket No. 8 

3497.    In that case, the PWSB requested funding of $778,000 for repairs on the existing 9 

water treatment plant.  In that case, the Division recommended that the $778,000 be collected 10 

over two years instead of over one year.  However, the Commission accepted the PWSB’s 11 

proposal that the entire $778,000 should be funded over one year, noting that “[t]his money 12 

is for repairs on the existing plant scheduled to be completed by FY 2005.”6 13 

 14 

Q. Is the PWSB requesting continued funding for the WTP Reserve? 15 

A. The PWSB is requesting continued funding for the WTP Reserve in this case, but at a 16 

reduced amount of $389,000 annually.  The PWSB states that this funding “should be 17 

sufficient to cover any required repairs and provide a contribution towards the demolition of 18 

the water treatment plant and the Spring St. pump station.”7 19 

                         

6 Order in Docket No. 3497, page 48. 
7 Testimony of Mr. Woodcock, page 4. 
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 1 

Q. Has the PWSB identified any required repairs at the water treatment plant in this 2 

docket? 3 

A. No, no specific repairs have been identified. 4 

 5 

Q. Has the PWSB provided support for any demolition costs at the water treatment plant 6 

or at the Spring St. pump station? 7 

A. No, it has not.  In response to DIV 2-38, the PWSB indicated that, with regard to the water 8 

treatment plant, “[t]here is no estimate of the demolition costs at this time...” Moreover, in 9 

that same response, the PWSB noted that “...Earth Tech is considering building the new raw 10 

water pump station in the location of the Spring St. pump station.  If Earth Tech proceeds 11 

with this plan, they will include the cost of the demolition in their contract for no additional 12 

cost.”  Therefore, there remains a great deal of uncertainty with regard to the demolition costs 13 

to be incurred by the PWSB. 14 

 15 

Q. What is the current balance in the WTP Reserve? 16 

A. The most recent report that I have shows a balance in the WTP Reserve of approximately 17 

$560,000 at February 28, 2005.   This report does not report any disbursements since the 18 

fund was initially established.   19 

 20 

  Q. What do you recommend? 21 
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A. I recommend that the PWSB’s request for continued funding of the WTP Reserve be denied. 1 

The PWSB has not provided any documentation quantifying possible demolition costs.  2 

Moreover, there is some question as to whether any costs at all will be incurred with regard 3 

to the Spring St. pump station. In addition, even if such costs are incurred, the current WTP 4 

Reserve has a substantial balance.  For all these reasons, the PWSB has not supported its 5 

request for continued funding in the amount of $389,000.  At Schedule ACC-16, I have made 6 

an adjustment to eliminate these costs from the PWSB’s revenue requirement claim. 7 

 8 

N.   Operating Income Allowance 9 

Q.   What do you mean by the PWSB’s “Operating Income Allowance”?  10 

A.   The PWSB is not an investor-owned utility.  Accordingly, it is regulated on a cash flow 11 

basis. The PWSB’s revenue requirement does not include any return on rate base, which is 12 

traditionally included in the revenue requirement of an investor-owned utility.  However, the 13 

Commission has in the past allowed municipal water utilities to collect an operating income 14 

allowance of 1.5% in order to mitigate cash flow problems, and to provide for unforeseen 15 

expenditures or reduced revenue.   16 

In recent years, the Commission has applied the 1.5% operating income allowance to 17 

a utility’s operating expenses.  In this case, the PWSB is requesting an operating income 18 

allowance of 5.0%.  Moreover, the PWSB is requesting that the 5.0% be applied not only to 19 

operating expenses, but to the total costs of the utility, including such fixed costs as debt 20 

service, the Infrastructure Rehabilitation Fund (“IFR”), and other reserve deposits.  The 21 
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PWSB is requesting annual funding of $951,052 relating to its Operating Income Allowance 1 

in its filing.  This claim constitutes over 25% of the total rate increase being requested by the 2 

PWSB. 3 

 4 

Q. Does the PWSB have another reserve fund available to meet fluctuations in cash flow? 5 

A. Yes, it does.   As discussed above, the PWSB also has an Operating Reserve, which is 6 

required to be funded at 25% of the PWSB’s annual operating expenses.  According to the 7 

response to DIV 2-64, this reserve can be used “to make payments for operation and 8 

maintenance if the amounts in the operation and maintenance fund is insufficient.”  Thus, in 9 

the event of revenue shortfalls or unanticipated expense increases, the Operating Reserve 10 

Fund can be used, although the Operating Reserve would subsequently need to be 11 

replenished.   By December 31, 2005, the Operating Reserve is projected to have a balance of 12 

$2.2 million.  13 

 14 

Q. What are you recommending in this case? 15 

A. While I believe that an additional Operating Income Allowance is unnecessary, given the 16 

Operating Reserve of $2.2 million that has already been funded by ratepayers, I recognize 17 

that the Commission recently rejected a similar argument that I made in the Kent County 18 

Water Authority base rate case, Docket No. 3660.  Instead, it is my understanding that the 19 

Commission reaffirmed its practice to provide for an Operating Income Allowance, based on 20 

1.5% of the operating expenses of the utility.    Given this recent decision, I have reflected an 21 
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Operating Income Allowance of 1.5% of pro forma operating expenses in my revenue 1 

requirement recommendation. 2 

  As shown on Schedule ACC-17, I have made an adjustment to the PWSB’s claim for 3 

an Operating Income Allowance of 5% of total costs.  I calculated my pro forma Operating 4 

Income Allowance based on 1.5% of my pro forma rate year operating expenses, resulting in 5 

an Operating Income Allowance of $137,645 instead of the $951,052 requested by the 6 

PWSB. 7 

 8 

 9 

V.   SUMMARY OF REVENUE REQUIREMENT RECOMMENDATIONS 10 

Q.   What is the result of the adjustments that you are recommending in this case? 11 

A.   My adjustments reduce the PWSB’s revenue requirement from the $19,972,082 reflected in 12 

Mr. Woodcock’s testimony to $18,382,144.  Based on my pro forma revenue 13 

recommendation at present rates of $17,039,350, I recommend a rate increase of $1,342,795 14 

or 8.03% of total rate revenue.  15 

16 
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To summarize, I am recommending the following adjustments to the PWSB's claim: 1 

 2 

Normalized Consumption   $  391,160 3 

Customer Growth         67,019 4 

Wholesale Revenue        138,169 5 

Miscellaneous Revenue           7,715 6 

State Surcharge Revenue          3,304 7 

Incremental Volumetric Expense     (37,593) 8 

Vacant Positions       193,362 9 

Temporary Employees        50,324   10 

Inflation Adjustment          14,415 11 

Regulatory Commission Expense       33,333 12 

Security Costs            8,000 13 

Property Insurance           41,682 14 

Fees and Permits           6,500 15 

Operating Reserve         77,507 16 

WTP Reserve        389,000  17 

Operating Income Allowance      813,407 18 

     19 

Total     $2,197,304 20 

 21 

 22 

Q. Does this conclude your testimony? 23 

A.   Yes, it does. 24 



Schedule ACC-1

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

REVENUE REQUIREMENT SUMMARY .

Company Recommended Recommended
Claim Adjustment Position

(A)
1. Administration $2,660,282 ($151,131) $2,509,151 (B)
2. Customer Service 237,040 0 237,040
3. Source of Supply 1,142,038 (6,500) 1,135,538 (C)
4. Pumping 589,685 37,593 627,278 (D)
5. Purification 1,822,553 0 1,822,553
6. Transmission and Distribution 1,981,132 (189,986) 1,791,146 (E)
7. Engineering 536,219 0 536,219
8. Meter Department 517,384 0 517,384

9. Total Operating Expenses $9,486,333 ($310,024) $9,176,309

10. Debt Service $5,736,014 $0 $5,736,014
11. Lease Principal 135,729 0 135,729
12. Lease Interest 15,233 0 15,233
13. Infrastructure Rehabilitation 3,100,000 0 3,100,000
14. Operating Reserve Deposit 158,721 (77,507) 81,214 (F)
15. R&R Reserve Deposit 0 0 0
16. WTP Reserve 389,000 (389,000) 0 (G)

17 Total Capital Costs $9,534,697 ($466,507) $9,068,190

18 Operating Income Allowance 951,052 (813,407) 137,645 (H)

19 Total Revenue Requirement $19,972,082 ($1,589,938) $18,382,144

20 Miscellaneous Revenues 303,226 11,019 314,245 (I)

21 Required Rate Revenue $19,668,856 ($1,600,956) $18,067,900

22 Rate Revenue at Present Rates 16,128,757 596,348 16,725,105 (J)

23 Required Increase $3,540,099 ($2,197,304) $1,342,795

24 Percentage Increase 21.95% 8.03%

Sources:
(A) PWSB CPNW Schedule 1.0.
(B) Schedules ACC-8, ACC-10, ACC-11, ACC-12, and ACC-13.
(C) Schedule ACC-14.
(D) Schedule ACC-7.
(E) Schedules ACC-8 and ACC-9.
(F) Schedule ACC-15.
(G) Schedule ACC-16.
(H) Schedule ACC-17.
(I) Schedules ACC-5 and ACC-6.
(J) Schedules ACC-2, ACC-3, and ACC-4.



Schedule   ACC-2

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

RESIDENTIAL AND SMALL COMMERCIAL CONSUMPTION

1. Five Year Average Consumption (HCF) 3,247,974 (A)

2. PWSB Claim (HCF) 3,095,831 (B)

3. Recommended Volume Adjustment (HCF) 152,143

4. Current Rate Per HCF $2.57 (C)

5. Recommended Revenue Adjustment ($) $391,160

Sources:
(A) Derived from the response to DIV 2-27.
(B) PWSB CPNW Schedule 10.0, page 1.
(C) Current tariff rate.



Schedule ACC-3

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

CUSTOMER GROWTH ADJUSTMENT

1. Pro Forma Residential and Small Commercial Sales (HCF) 3,247,974        (A)

2. Residential and Small Commercial Customers at 6/24/04 21,931             (B)

3. Average Usage Per Customer (HCF) 148                  (C)

4. Customer Growth Through June 30, 2006 144                  (D)

5. Total Incremental Consumption (HCF) 21,327             (E)

6. Tariff Rate $2.57 (F)

7. Annual Volumetric Revenue Adjustment $54,831 (G)

8. Annual Fixed Charges @ $21.16/quarter 12,188             (H)

9. Total Annual Revenue Adjustment $67,019

Sources:
(A) Schedule ACC-2.
(B) Includes 5/8 " meters, 3/4 " meters, and 90% of 1" meters per the response to
     DIV 2-26.
(C) Line 1 / Line 2.
(D) Reflects two years of average annual growth derived from the response to DIV 2-26.
(E) Line 3 X Line 4.
(F) Current Tariff rate.
(G) Line 5 X Line 6.
(H) $21.16 per quarter X 4 quarters X 144 customers per line 4.



Schedule ACC-4

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

WHOLESALE REVENUE

1. Five Year Average Wholesale Sales (HCF) 612,969 (A)

2. PWSB Claim (HCF) 548,162 (B)

3. Recommended Sales Adjustment (HCF) 64,807

4. Current Tariff Rate Per HCF $2.13 (B)

5. Recommended Revenue Adjustment $138,169

Sources:
(A) Derived from Response to DIV 2-27.
(B) PWSB CPNW Schedule 10.0, page 1.



Schedule   ACC-5

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

MISCELLANEOUS REVENUE

1. Five Year Average Service Installations $116,378 (A)

2. Five Year Average Misc. Non-Operating 17,092 (A)

3. Total Service Install. and Misc. Non-Op. Revenue $133,470

4. PWSB Claim 125,755           

5. Recommended Adjustment $7,715

Sources:
(A) Derived from PWSB CPNW Schedule 1.2.



Schedule ACC-6

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

STATE SURCHARGE REVENUE

1. Total Volumetric Sales Adjustments (HCF) 238,277 (A)

2. Volumetric Sales Adjustments (100 Gals.) 1,782,312 (B)

3. State Surcharge Per 100 Gallons $0.001854 (C)

4. Pro Forma Revenue Adjustment $3,304

Sources:
(A) Schedule ACC-7.
(B) Line 1 X 748 Gallons per HCF / 100 gallons.
(C) State surcharge of $0.0292 is paid by app. 92% of customers, and 
      6.9% is retained by the PWSB.  Rate = $0.0202 X .92 X .069.



Schedule ACC-7

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

INCREMENTAL VOLUMETRIC EXPENSE

1. Residential and Small Commercial Adjustment 152,143 (A)

2. Customer Growth Adjustment 21,327 (B)

3. Wholesale Sales Adjustment 64,807 (C)

4. Total Volumetric Adjustment 238,277

5. Incremental Costs Per HCF $0.16 (D)

6. Total Recommended Expense Adjustment $37,593

Sources:
(A) Schedule ACC-2.
(B) Schedule ACC-3.
(C) Schedule ACC-4.
(D)  See below:

Light and Power - Supply 28,290 CPNW Sch. 1, page 2.
Purchased Power - Pumping 564,045 CPNW Sch. 1, page 2.
Light and Power - Purification 210,263 CPNW Sch. 1, page 3.
Total Costs $802,598
Total Claimed Volumes (HCF) 5,087,083
Costs Per HCF $0.16



Schedule  ACC-8

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

VACANT POSITIONS

Administration Tran. & Dis.
(A) (A)

1. Base Pay ($34,152) ($106,844)

2. Longevity Costs 0 (3,317)

3. Health Insurance (13,627) (27,253)

4. Workers Comp (1,410) (4,550)

5. MERS (1,899) (6,125)

6. Payroll Taxes (2,613) 8,427

7. Total Adjustment ($53,701) ($139,661)

Sources:
(A) All amounts per the response to DIV 2-12.



Schedule  ACC-9

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

TEMPORARY LABOR COSTS

1. Temporary Labor Costs - TY $80,852 (A)

2. PWSB Claim 127,600           (B)

3. Recommended Payroll Adjustment ($46,748)

4. Payroll Taxes @ 7.65% (3,576) (C)

5. Total Temporary Labor Adjustment ($50,324)

Sources:
(A) Response to DIV 2-6.
(B) Derived from response to DIV 2-12.
(C) Based on Statutory Tax Rate.



Schedule ACC-10

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

INFLATION ADJUSTMENT

1. Inflation Index Per PWSB 9.00% (A)

2. Current Annual Inflation Index 6.38% (B)

3. Recommended Adjustment -2.62%

4. Costs Inflated by PWSB $549,922 (C)

5. Pro Forma Inflation Adjustment ($14,415)

Sources:
(A) Assumes 3.5% for 2 1/2 years per PWSB CPNW Schedule 1.1, page 1.
(B) Assumes 2.5% for 2 1/2 years based on most recent inflation update.
(C) Derived from PWSB CPNW Schedule 1.0.



Schedule ACC-11

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

REGULATORY COMMISSION EXPENSE

1. PWSB Claim - Current Case $250,000 (A)

2. Pro Forma Recommendation - Current Case 200,000           

3. Recommended Adjustment ($50,000)

4. Requested Amortization Period (Yrs.) 1.5 (A)

5. Recommended Annual Adjustment ($33,333)

Sources:
(A) PWSB CPNW Schedule 1.1, page 2.



Schedule   ACC-12

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

SECURITY COSTS

1. PWSB Claim $74,060 (A)

2. PWSB Revised Claim 66,060 (B)

3. Recommended Adjustment ($8,000)

Sources:
(A) PWSB CPNW Schedule 1.1, page 2.
(B) Response to DIV 2-41.



Schedule  ACC-13

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

PROPERTY INSURANCE

1. Recommended Pro Forma Premiums $137,784 (A)

2. PWSB Claim 179,466 (B)

3. Recommended Adjustment ($41,682)

Sources:
(A) Response to DIV 2-49.
(B) PWSB CPNW Schedule 1.0, page 1.



Schedule  ACC-14

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

FEES AND PERMITS

1. PWSB Rate Year Claim $6,500 (A)

2. Recommended Adjustment ($6,500)

Sources:
(A) PWSB CPNW Schedule 1.1, page 2.



Schedule ACC-15

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

OPERATING RESERVE FUND

1. Pro Forma Operating Expenses $9,176,309 (A)

2. Required Reserve @ 25% 2,294,077         (B)

3 Estimated Balance at December 31, 2005 2,212,863         (C)

4. Required Rate Year Addition $81,214

5. PWSB Claim 158,721            (C)

6. Recommended Adjustment ($77,507)

Sources:
(A) Schedule ACC-1.
(B) 25% of Line 1.
(C) PWSB Filing, CPNW Schedule 1.1, page 1.



Schedule ACC-16

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

WTP RESERVE

1. Company Claim $389,000 (A)

2. Recommended Adjustment ($389,000)

Sources:
(A) PWSB CPNW Schedule 1.0, page 5.  



Schedule ACC-17

PAWTUCKET WATER SUPPLY BOARD

RATE YEAR ENDING DECEMBER 31, 2006

OPERATING INCOME  ALLOWANCE

1. Pro Forma Operating Expenses $9,176,309 (A)

2. Income Allowance @ 1.5% 137,645 (B)

3. PWSB Claim 951,052 (C)

4. Recommended Adjustment ($813,407)

Sources:
(A) Schedule ACC-1.
(B) 1.5% of Line 1.
(C) PWSB CNPW Schedule 1.0, page 5.



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 


	How did the PWSB determine its wholesale sales revenue claim in this case?
	Please describe the sources of miscellaneous revenue included in the PWSB’s claim.

	F.	Employee Related Costs
	G.	Inflation Adjustment
	
	
	
	
	
	
	Normalized Consumption 		$  391,160
	Temporary Employees		      50,324








